MESSAGE FROM THE SPECIAL INSPECTOR GENERAL FOR
AFGHANISTAN RECONSTRUCTION

| congratulate the new 111" Congress of the United States, to whom we are pleased to submit this second formal
report prepared by the Special Inspector General for Afghanistan Reconstruction (SIGAR), as directed by Section
1229 of the National Defense Authorization Act of 2008. Our office is growing in its understanding and appreciation
of the tremendous responsibilities of its assigned tasks.

Having now met with leaders at nearly all levels of the Afghanistan reconstruction effort and having personally
conducted two extended visits to Afghanistan, | can state with confidence that there is much work for SIGAR to
perform in order to provide the depth and breadth of oversight the Congress has mandated. The reconstruction
effort is taking place in a complex, challenging, dangerous, and inhospitable environment. Participants at all levels
brave the difficulties in a gallant effort and should be commended for their many sacrifices. However, their sacrifices
will not bring about success if there is no clear and unified strategy on which to focus and to which all partners in
the reconstruction effort are unequivocally committed. Based on my recent trips to Afghanistan, | fear there are
major weaknesses in strategy. Although SIGAR has not completed an in-depth review of reconstruction strategies,
there is a broad consensus among those with whom | have spoken that reconstruction efforts are fragmented and
that existing strategies lack coherence. Furthermore, senior officials of the government of the Islamic Republic of
Afghanistan have expressed a strong desire for greater involvement and authority in the reconstruction of their
country. These officials believe that the institutions and people of Afghanistan have the capacity to effectively
participate more fully in the management and implementation of reconstruction contracts. The coherence of strategy
and the degree of involvement of the government of Afghanistan are matters of importance to the SIGAR mandate
and are among the many issues that will receive oversight attention from SIGAR.

| appreciate the funding support the Congress continues to provide our office that is allowing us to grow on a path
toward meeting the challenges ahead. The SIGAR Joint Announcement Memo, signed by the Deputy Secretaries
of State and Defense on October 21, 2008, has helped to advance the support those agencies are to provide, as
mandated by the NDAA Act of 2008. A copy of this memo is provided at Appendix 3 of this report. Additionally, | am
pleased to inform the Congress that SIGAR has established a permanent office at the U.S. Embassy in Kabul and
intends to provide strong oversight by expanding its presence in Afghanistan to over 30 employees located at three
locations in Afghanistan. | have assigned my Principal Deputy Inspector General to lead this critical element.

Respectfully submitted on January 30, 2009,

/. =

Arnold Fields
Major General, USMC (Ret.)
Special Inspector General for Afghanistan Reconstruction
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EXECUTIVE SUMMARY

EXECUTIVE SUMMARY

This is the second quarterly report of the Special Inpsector General for Afghanistan
Reconstruction (SIGAR) to the U.S. Congress, submitted under the provisions of the Fiscal Year
2008 National Defense Authorization Act. It adds to the first quarterly report submitted October
30, 2008, which provided a summary of funds devoted to the reconstruction of Afghanistan
since 2001; a review of relevant U.S. and international laws and agreements which govern
the approach to the reconstruction of Afghanistan; and a status report on the establishment of
SIGAR as an independent oversight agency. Building on the information provided in the first
report, this submission provides a summary of oversight reports on Afghanistan reconstruction
since 2002, discusses initial SIGAR observations on some of the challenges to Afghanistan
reconstruction, and concludes by outlining SIGAR’s methodology for oversight.

Section | of this report provides a definition of Afghanistan reconstruction oversight and a
summary of recent developments that have affected reconstruction efforts in Afghanistan. As
highlighted in the box below, Public Law 110-181 established the SIGAR oversight duties and
authorities to include the independent and objective fact-finding, coordination, and reporting
of key accountability measures of U.S. government appropriated funds and funds otherwise
made available for Afghanistan reconstruction. SIGAR is proceeding accordingly and will
include in its oversight all funds and activities contributing to the reconstruction of Afghanistan
that are of interest to the Congress and the U.S. taxpayer. Section | also includes an overview
of significant initiatives underway to improve the reconstruction strategy, a review of recent
command and control changes for the International Security Assistance Force (ISAF) and
the U.S. military command in Afghanistan, and a summary of the greatest challenges to the
effective reconstruction of Afghanistan.

Definition of Afghanistan Reconstruction Oversight

PL 110-181 defines SIGAR'’s authority for oversight of Afghanistan reconstruction to
include any major contract, grant, agreement, or other funding mechanism entered into
by any department or agency of the United States government that involves the use of
amounts appropriated, or otherwise made available for the reconstruction of Afghanistan
with any public or private entity for any of the following purposes:

(A) To build or rebuild physical infrastructure of Afghanistan

(B) To establish or reestablish political or societal institutions of Afghanistan

(C) To provide products or services to the people of Afghanistan

(D) To provide security or other support functions to facilitate Afghanistan
reconstruction efforts

Office of the SIGAR | January 30, 2009 Report To Congress | 1



EXECUTIVE SUMMARY

Section Il of this report offers a summary of Afghanistan oversight reports since 2002 produced
by other U.S. government oversight agencies with responsibilities within Afghanistan:
Department of State, Office of the Inspector General (State OIG); Department of Defense,
Office of the Inspector General (DoD IG); United States Agency for International Development,
Office of the Inspector General (USAID OIG); and Government Accountability Office (GAO).
This section is intended to highlight existing information and encourage action on findings
and recommendations by responsible authorities. SIGAR will use these existing assessments
and reports as an oversight baseline in order to better focus its efforts and avoid unnecessary
duplication of activities.

SIGAR’s review of existing reports reveals a number of common themes. State OIG oversight
reports generally found that reconstruction-related programs were well-executed, but that in
order to achieve success, a sustained effort was needed. DoD IG inspections reported on a
number of administrative and contracting issues and recommended actions to improve internal
controls and training. Reports by the USAID OIG focused on insufficient contract management,
an inability to obtain useful performance data, and poor contractor performance. GAQ’s reports
highlighted a lack of coordination of efforts and integrated strategy, deteriorating security,
insufficient Afghan capacity, and delayed funding, among other findings, with recommendations
focusing on the need for more efficient coordination of interagency efforts.

Other U.S. government agencies and departments have also prepared reports on
reconstruction activities in Afghanistan. SIGAR has asked the Army Audit Agency, the Federal
Bureau of Investigation (FBI), the Department of the Army, U.S. Central Command, USAID
Resource Management, the Office of the Secretary of Defense (OSD) Policy, OSD Comptroller,
and the U.S. Army Corps of Engineers to provide information on these reports. SIGAR will
summarize the information received from these agencies in its future quarterly reports and,
where appropriate, urge that action be taken.

Section Ill of this report provides a summary assessment of reconstruction funding in
Afghanistan since 2002. This data reveals that substantial amounts of appropriated funds
for Afghanistan reconstruction have been allocated but not fully disbursed. Based on the
data provided to SIGAR, the amount of unexpended and unobligated funds is in the billions
of dollars. SIGAR will audit all appropriated funds and report the reasons why such large
amounts remain unobligated or unexpended, and to the fullest extent possible, determine the
implications of such matters to the overall reconstruction effort.

Section IV of this report brings the previous three sections into context by identifying several
broad areas within existing reconstruction efforts on which SIGAR will focus during the next 12
to 18 months. These include (1) reviews of internal controls, performance, and accountability of
major contracts of various U.S. government agencies; (2) assessments of the internal controls
and accountability of key Afghan ministries that have planning and management responsibility
for U.S. funded reconstruction projects; (3) reviews of Provincial Reconstruction Teams’
effectiveness and management, (4) reviews of reconstruction strategies, and (5) reviews
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EXECUTIVE SUMMARY

of crucial sectors, such as power generation, water, irrigation, and rule of law. As a number
of oversight reports indicate, U.S. efforts in these and other areas have not measured up to
expectations; SIGAR will examine past findings and recommendations, and what corrective
actions have been taken.

In its review of these focus areas, SIGAR will use three interrelated fact-finding methods:
audits, inspections, and investigations.

» Audits will be performed in accordance with established generally accepted government
auditing standards in order to assess the efficiency, effectiveness, performance and
results of programs.

* Inspections will provide oversight to ensure compliance with legal requirements,
regulations, contract terms, or other accepted criteria.

* Investigations will review allegations of corruption and wrong-doing in order to provide
an evidential basis for prosecution or other disciplinary action.

Section V of this report provides an update of significant SIGAR activities during the previous
quarter. As the agency continues to advance in capacity, SIGAR anticipates becoming
increasingly capable of fulfilling the full measure of its mandate described in Section IV of this
report. Since October 2008, SIGAR has conducted four separate visits to Afghanistan. More
importantly, SIGAR'’s long-term presence

in Afghanistan will enable it to provide

proper oversight through the permanent

office established at the U.S. Embassy

in Kabul in late January 2009. SIGAR

appreciates the support provided by

State and the Embassy. The team is led

by the SIGAR Principal Deputy Inspector

General and will be staffed by auditors,

inspectors, investigators, interpreters and

translators. In addition to the Embassy-

based SIGAR Office, other smaller,

satellite offices at Bagram, Kandahar,

and the Combined Security Transition The Special Inspector General conducting a successful
Command - Afghanistan (CSTC-A) will  inspection of a new provincial police headquarters built by
also be established in the coming months. an Afghan contractor.

The SIGAR hotline is operational in the

U.S. and Afghanistan, and SIGAR can now receive, process, and investigate allegations of
waste, fraud, abuse, and other issues.

SIGAR notes with great appreciation the Congress’s ongoing support as it continues to perform
its oversight duties.

Office of the SIGAR | January 30, 2009 Report To Congress | 3



SECTION | - BACKGROUND
Introduction

The second quarterly report of the Special Inspector General for Afghanistan Reconstruction
(SIGAR) to the U.S. Congress builds upon the first quarterly report SIGAR submitted on
October 30, 2008. These reports are required under provisions of the Fiscal Year (FY) 2008
National Defense Authorization Act (NDAA, Section 1229). SIGAR's reports summarize the
activities “of the Inspector General (IG) and the activities under programs and operations
funded with amounts appropriated or otherwise made available for the reconstruction of
Afghanistan....”

This second report provides a thematic summary of Afghanistan reconstruction oversight since
2002, as well as an overview of future SIGAR activities and operations.

Section | of this report introduces the purposes of the report, provides discussion of key
SIGAR terms, and presents updates on Afghanistan since the publication of SIGAR’s October
30, 2008 Report to Congress. Section Il summarizes and provides a baseline assessment of
published oversight reports to date conducted by the Government Accountability Office (GAO),
Department of State Office of the Inspector General (State OIG), Department of Defense
Inspector General (DoD 1G) and the United States Agency for International Development Office
of the Inspector General (USAID OIG). Section Ill presents an analysis of reconstruction
funding to date and a depiction of allocations and expenditures of the entities involved in
Afghanistan reconstruction. Section IV identifies the broad areas within the reconstruction
effort that SIGAR will focus upon in the next 12 months. Section V provides updates on the
status on SIGAR and its commencement of oversight efforts.

Defining SIGAR Key Terms

SIGAR was established to afford the Congress and the people of the United States assurance
that the money appropriated for Afghanistan reconstruction was spent as intended. The
meaning of two key terms, oversight and reconstruction, shape the scope of SIGAR’s activities.

Oversight

Legislation clearly establishes SIGAR’s oversight functions. PL 110-181 enumerates the duties
of the office as it relates to oversight of Afghanistan reconstruction as follows:?
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It shall be the duty of the Inspector General to conduct, supervise, and coordinate audits
and investigations of the treatment, handling, and expenditure of amounts appropriated
or otherwise made available for the reconstruction of Afghanistan, and of the programs,
operations, and contracts carried out utilizing such funds, including—

+ the oversight and accounting of the obligation and expenditure of such funds;

+ the monitoring and review of reconstruction activities and contracts funded
by such funds, and of the transfer of such funds and associated information
between and among departments, agencies, and entities of the United States
and private and nongovernmental entities;

» the maintenance of records on the use of such funds to facilitate future audits
and investigations of the use of such fund;

+ the monitoring and review of the effectiveness of United States coordination with
the Government of Afghanistan and other donor countries in the implementation
of the Afghanistan Compact and the Afghanistan National Development Strategy;
and

» the investigation of overpayments such as duplicate payments or duplicate
billing and any potential unethical or illegal actions of Federal employees,
contractors, or affiliated entities and the referral of such reports, as necessary,
to the Department of Justice to ensure further investigations, prosecutions,
recovery of further funds, or other remedies.

The Inspector General shall establish, maintain, and oversee such systems, procedures,
and controls as the Inspector General considers appropriate to discharge the duties
listed above.

SIGAR recognizes other government entities have certain oversight responsibilities for U.S.
government actions in Afghanistan. Section Il depicts the oversight products of GAO and
the offices of the three Congressionally-appointed Inspectors General (State OIG, DoD IG,
and USAID OIG). In addition, SIGAR is aware of various other institutions that have a role in
oversight, including the United Nations (UN), World Bank, NGOs, the Congress, Department of
Defense (DoD) Policy, and Department of State (State) Management.

Office of the SIGAR | January 30, 2009 Report To Congress | 5



Reconstruction

SIGAR relies on its enabling legislation to define the term reconstruction as follows:

Definition of Afghanistan Reconstruction Oversight

PL 110-181 defines SIGAR'’s authority for oversight of Afghanistan reconstruction to
include any major contract, grant, agreement, or other funding mechanism entered
into by any department or agency of the United States government that involves the
use of amounts appropriated, or otherwise made available, for the reconstruction of
Afghanistan with any public or private entity for any of the following purposes:

(A) Build or rebuild physical infrastructure of Afghanistan

(B) Establish or reestablish political or societal institutions of Afghanistan

(C) Provide products or services to the people of Afghanistan

(D) Provide security or other support functions to facilitate Afghanistan
reconstruction efforts

The language that established SIGAR lists examples of activities that constitute the
reconstruction of Afghanistan. The key element is U.S. government participation in the use or
management of funds that contribute to the four purposes above.

There are a number of other pieces of legislation that support a broad definition of
reconstruction in the case of Afghanistan. An example of this is the Afghanistan Freedom
Support Act (AFSA) of 2002 (P.L. 107-327). The AFSA states that “the United States and the
international community should support efforts that advance the development of democratic
civil authorities and institutions in Afghanistan and the establishment of a new broad-based,
multi-ethnic, gender-sensitive, and fully representative government in Afghanistan.” In the
AFSA, Section 102, rationale for the assistance granted by Title —Economic and Democratic
Assistance for Afghanistan is provided. These reasons range from avoiding violence against
the United States and its allies to reducing the chance that Afghanistan will again be a source
of international terrorism. It also seeks to help establish a representative government that is
responsive to the rehabilitation and reconstruction needs of its people, and reconstruction of
Afghanistan through, among other things, programs to create jobs, facilitate clearance of
landmines, and rebuild the agricultural sector, the healthcare system, and the educational
system.?

Section 103 of the AFSA also focuses on the following key topics, which provide a detailed
enumeration of the categorical examples found in the enabling legislation.
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* The provision of urgent humanitarian needs

* The repatriation and resettlement of refugees and internally displaced persons

* The assistance of counternarcotics efforts

* The reestablishment of food security

* The rehabilitation of the agricultural sector

* The improvement of health conditions

» The reconstruction of the basic infrastructure

* The reestablishment of Afghanistan as a viable nation-state and market economy

» The provision of assistance to women and girls

+ The strengthening of security and the provision of military assistance
A broad definition of reconstruction is also found in various international agreements and
strategies. Among these are The Bonn Agreement (political and societal institutions; 2001)?,
The Afghanistan Compact (goals: security, governance, rule of law and human rights, economic
and social development; and metrics; 2006)°, and The Afghanistan National Development
Strategy (ANDS)’ (goals: metrics and priorities; 2008)°. All of the operative categories and
examples enumerated in these documents are closely related to those contained in State's
Foreign Assistance Framework and in the SIGAR enabling legislation.
Congress, mindful of $100 billion reconstruction efforts in Iraq, chose in the case of Afghanistan

to institute a broad and all-encompassing definition of reconstruction within SIGAR’s enabling
language. By this definition, reconstruction means rebuilding Afghan society in all of its aspects.

Therefore, all sources of funds that affect the rebuilding of Afghan society are subject to
SIGAR'’s oversight.

Definitions of additional reconstruction terms are found in the glossary at Appendix A.

Afghanistan Updates

The following subsections describe developments in Afghanistan and their impact on current
reconstruction efforts.
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Afghanistan Command and Control

On October 6, 2008, DoD activated United States Forces-Afghanistan (USFOR-A), which was
created to be a functioning command and control headquarters for U.S. forces in Afghanistan.’
The purpose of USFOR-A is to consolidate U.S. military forces operating in Afghanistan under
one unified command. General David McKiernan, USA, was appointed the Commander of
USFOR-A (CDR USFOR-A).

General McKiernan serves concurrently as the Commander of the International Security
Assistance Force (CDR ISAF). The chains of command for ISAF and Operation Enduring
Freedom (OEF) remain independent. U.S. Central Command (CENTCOM) continues to
oversee U.S. counterterrorism and detainee operations.?

Joint Force Command Brunssum (JFC-Brunssum), the North Atlantic Treaty Organization
(NATO) military command based at Brunssum, the Netherlands, serves as the higher NATO
headquarters for ISAF. Strategic command and control of ISAF is exercised by NATO, Supreme
Headquarters Allied Powers in Europe (SHAPE) in Mons, Belgium.®? CENTCOM served
as the higher command for the Combined Joint Task Force (CJTF) and Combined Security
Transition Command-Afghanistan (CSTC-A) until the October 2008 creation of USFOR-A. For
an illustration of NATO and U.S. command and control in Afghanistan, see Figure 1.

AFGHANISTAN COMMAND & CONTROL

SHAPE

CDR CENTCOM

JFC BRUNSSUM

CDR ISAF CDR USFOR-A |

RC West RC North RC South RC Captia CJ(TFESE;SS)DR
|
| BCT CDR
Non-US PRTs (RC East)
|
US-led PRTS

Figure 1 - Afghanistan Command and Control™
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New Reconstruction Strategies

A series of strategies for Afghanistan reconstruction has been in place since 2001. However,
there is no overarching strategy that has been implemented to guide all reconstruction efforts.
At the Paris Conference in June 2008, the government of the Islamic Republic of Afghanistan
(GIRoA) presented the ANDS, a strategy for the reconstruction of their country. The ANDS
was developed and approved by the GIRoA with international involvement and support.!! The
ANDS contains strategies for improvements in security, governance, economic growth, and
poverty reduction. The plan presents the government’s vision for Afghanistan in the year 2020
and outlines specific goals within the three pillars (Security, Governance, and Development)
outlined in the Afghanistan Compact to be accomplished in the years 2008-2013. SIGAR
believes the ANDS should serve as the master strategy for the creation of other strategies
for Afghanistan reconstruction. However, the ANDS has yet to be fully implemented and
integrated by U.S. or NATO Commands, or properly integrated within the State Department’s
Mission Performance Plan in conjunction with the security and stability commands (ISAF and
USFOR-A).in Afghanistan.

In late 2008, the National Security Council began a comprehensive review across the spectrum
of U.S. involvement in Afghanistan. This review encompasses a range of government
participants, including U.S. interests in Pakistan that may impact Afghanistan.

Challenges to Reconstruction Strategies

The large number of international participants involved in Afghanistan reconstruction makes
strategic coordination a challenge. Many countries, in addition to providing differing levels of
funding, also place caveats on the funding that may restrict the execution of strategy. SIGAR
believes that the creation of an overarching, unified strategy in Afghanistan is required for
success in the reconstruction of Afghanistan.

Proposed Civilian Augmentation in PRTS

Provincial Reconstruction Teams (PRTs) are teams of civilian and military personnel
whose mission is expanding the influence of the Afghan central government, contributing
to reconstruction efforts, and strengthening local governance. PRTs were established in
Afghanistan in 2002 and have subsequently been used in Iraq as well."? For further information
on PRTs, see Section IV.

ISAF currently commands 26 PRTs in Afghanistan. A total of 14 countries lead these PRTs, with
the United States serving as the lead nation for 12 teams. Though DoD’s June 2008 Report
on Progress toward Security and Stability in Afghanistan reported that both USAID and the
U.S. Department of Agriculture (USDA) had fewer personnel serving in Afghanistan PRTs than
authorized, State has reported that all authorized positions but one are currently filled.!

Table 1 - U.S.-led PRTs."*
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In November 2008, the U.S. Embassy to Afghanistan proposed new PRT models for
Afghanistan and an increase in U.S. government civilian support to OEF, including the
establishment of four new PRTs, the creation of District Support Teams (DSTs) and the
expansion of the U.S. government civilian presence in Afghanistan by more than 200
personnel. State reported that these proposals would be key to the success of the United
States’ counterinsurgency campaign.

The Embassy's proposal emphasizes engagement on the provincial and district level. State
recommends adding personnel from State, USAID, and USDA to ensure all PRTs have
U.S. government representation and further recommends adding four new PRTs in Parwan,
Kabul city, Dai Kundi and Nimroz. Six Tribal Engagement Teams, comprised of tribal/
cultural engagement experts, would be established primarily in Pashtun areas in order to aid
cooperation with and understanding of tribal leadership. State advises placing rule of law (ROL)
experts at several strategic PRTs in order to more fully utilize PRT capabilities to advance ROL.

State also proposes implementing new DSTs. The teams would include State and USAID
personnel working with locally-employed Afghan staff and would work in critical districts where
civilians working the governance, development, and information lines of operation would be
most valuable in the counterinsurgency effort. These teams will be critical in engaging and
mentoring district and community leadership in areas which have been exceedingly difficult to
reach due to terrain and personnel.

The proposal further envisions the creation of four Fly-Away Teams of one to three civilians
(State/USAID/USDA), with the composition of the team tailored to the specific requirements
of the location. Together with military units (e.g., Civil Affairs teams), the Fly-Away Teams
will initiate work within the governance and development lines of operation, assess further
requirements for progress and establish mechanisms for continued PRT/DST engagement
and support once the efforts have matured. The Fly-Away Teams will travel to forward-located
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operating bases and remain at that location for a period of weeks or months, then return to a
central platform (DST, PRT, Task Force, Regional Command, or Kabul).

Under the Embassy’s proposal, all authorized USAID, State, and USDA PRT positions would
be filled, and several strategically-chosen PRTs, as well as the embassy in Kabul, would
receive additional personnel from these agencies. USAID would establish teams of technical
representatives at each of the four regional commands. The proposal also suggests that a ROL
expert and a USAID and USDA representative be added to current U.S. brigades, with all future
brigades receiving four State personnel and four USAID Technical Advisors. State will further
expand its presence in Afghanistan by establishing Provincial Governance and Development
Offices (PGDOs) to ensure that greater economic/development focus is brought to bear on
the more stable provinces of Nangarhar, Bamian, and Panjshir; these offices will supplement
the work of the provinces’ PRTs. For example, the PGDO in Nangarhar will focus on the
governance/development issues of Jalalabad and its vicinity, allowing the Nangarhar PRT to
focus on the province’s other districts.

Altogether, the Embassy’s recommendations on expanding the PRT model in Afghanistan
would include 215 new positions: 82 from State, 105 from USAID, and 28 from USDA. Many
of the new personnel would be integrated into and supported by international forces, and State
has therefore recommended creating bilateral memoranda of understanding with the United
States’ Coalition partners. The timeline for implementing the proposed increase in civilian
personnel is dependent on identifying and securing additional resources.

Expected U.S. Military Increases for 2009

As has been widely reported, the Chairman of the Joint Chiefs of Staff stated in December
2008 that as many as 30,000 additional troops could be sent to Afghanistan, bringing the total
American force in Afghanistan to more than 60,000."5 The troop increases are expected to occur
in mid-2009. The increases are intended to combat the increasing security risk in Afghanistan
and help secure the area for reconstruction efforts. At least two combat brigades are slated to
be in Afghanistan in early 2009.'° Currently, an additional brigade is being added to Regional
Command East (RC East), increasing the total number of brigades there to three. This brigade
is slated to arrive in Afghanistan sometime in January 2009."” In late September 2008, the
Secretary of Defense said that a Marine battalion will head to Afghanistan in November and an
Army brigade in January, but no more forces will be available for deployment to Afghanistan
until spring or summer of 2009."* General McKiernan has asked that four additional brigades
be deployed to Afghanistan.’” Both the Secretary of Defense and General McKiernan have
stated that there would be a “sustained commitment” of American troops in Afghanistan for the
next three or four years, but a specific number of total troops was not provided.?
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SECTION Il - AFGHANISTAN OVERSIGHT BASELINE

Introduction

One core objective of this report is to begin establishing a baseline of Afghanistan
reconstruction oversight. To aid in the coordination of reconstruction efforts in Afghanistan,
SIGAR is reviewing the findings and recommendations of other oversight entities, and what
corrective actions have been taken. SIGAR will examine the information received from various
agencies, indentifying overlaps and gaps in oversight and audit coverage, and recurring
challenges to, efficient results. Using this information, SIGAR will determine which areas have
been adequately examined and which remain in need of review or follow-up.

SIGAR has requested all published oversight reports from State OIG, DoD I1G, USAID OIG,
and GAO since 2002. SIGAR’s initial assessments of the findings and recommendations
from these reports can be found in this section of the report. The Army Audit Agency, the FBI,
the Department of the Army, CENTCOM, USAID Resource Management, OSD Policy, OSD
Comptroller, and the U.S. Army Corps of Engineers (USACE) responded to SIGAR’s data
request as well. Data submitted by these agencies will be analyzed and presented in future
reports.

Oversight Institutions in Afghanistan

In the course of its oversight duties, SIGAR coordinates with other federal agencies having
a role in Afghanistan operations and with other agency Inspectors General who also have
oversight duties in Afghanistan. The key oversight agencies are DoD IG, State OIG, USAID
OIG, and GAO. Other oversight entities also have jurisdiction in Afghanistan (including, but not
limited to the Army Audit Agency, USACE, Defense Contract Audit Agency, and various military
Inspectors General), but this report will focus on the four main entities mentioned above.

U.S. Government Accountability Office

GAO is an independent, nonpartisan agency that oversees federal government spending.
GAO’s mission is “to help improve the performance and ensure the accountability of the federal
government for the benefit of the American people.”! Work completed by GAO is usually at the
behest of Congress. GAO can also be required to research issues mandated by public laws,
or may undertake work based on broad-based congressional interest under the authority of
the Comptroller General. GAO supports congressional oversight through many avenues, such
as auditing agency operations, investigating allegations of illegal activities, reporting on the
efficiency and effectiveness of government programs and policies, analyzing policy, outlining
options for congressional consideration, and issuing legal decisions and opinions.
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United States Agency for International Development Office of the Inspector General

USAID OIG has oversight responsibility for USAID, the Millennium Challenge Corporation, the
United States African Development Foundation, and the Inter-American Foundation. The OIG
conducts and supervises audits and investigations of the programs and operations of these
organizations. Its mission is “to contribute to and support integrity, efficiency, and effectiveness
in all activities” of the organizations under its jurisdiction.”? USAID OIG has four operational
units: Audit, the Millennium Challenge Corporation, Investigations, and Management. Six
overseas field offices, each headed by a Regional Inspector General, are located in Cairo,
Egypt; San Salvador, El Salvador; Baghdad, Iraq; Manila, Philippines (which oversees
Afghanistan); Dakar, Senegal; and Pretoria, South Africa. USAID OIG is also establishing a
satellite office in Kabul, staffed by two employees. USAID OIG maintains a hotline to receive
complaints from employees, program participants, or the general public.

Department of Defense Inspector General

DoD IG serves as the Secretary of Defense’s principal advisor for matters relating to the
prevention of fraud, waste, and abuse in the programs and operations of the DoD. The office is
divided into seven areas: Audit, Investigation, Policy and Oversight, Intelligence, Special Plans
and Operations, Administration and Management, and Communications and Congressional
Liaison. DoD IG operates the Defense Hotline as an important avenue for reporting fraud,
waste, and abuse. To date the hotline has received more than 228,000 calls and letters, and
is estimated to have saved or recovered about $425 million.?* The IG plays a major role in
supporting the Global War on Terror (GWOT) by providing oversight of GWOT and Southwest
Asia operations, compiling and issuing the Comprehensive Audit Plan for Southwest Asia, and
hosting the quarterly Southwest Asia Joint Planning Group. In addition, the DoD Inspector
General staff has participated in training programs for Afghanistan military Inspector General
personnel.?

Department of State Office of the Inspector General

The vision of the State OIG is to promote effective management, accountability, and positive
change within State and the Broadcasting Board of Governors (BBG).» State OIG has
oversight responsibility for programs and operations in each of the U.S. embassies, diplomatic
posts, and international broadcast installations, as well as approximately 40 bureaus or offices
in the Department, and others in the BBG. The OIG mission is to conduct independent audits,
inspections, and investigations in order to “promote integrity, efficiency, effectiveness, and
economy; prevent and detect waste, fraud, abuse, and mismanagement; identify vulnerabilities
and recommend constructive solutions; offer expert assistance to improve Department and
BBG operations; communicate timely information that facilitates decision making and achieves
measurable gains; and keep the Department, BBG, and the Congress fully and currently
informed.”?
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SIGAR Initial Assessment of Oversight Reports

On December 1, 2008, SIGAR issued a request for data from agencies involved in Afghanistan
reconstruction. The purpose of the data request was to enable SIGAR to establish a baseline
of oversight efforts in Afghanistan. The data call also served as a means of obtaining financial
data for all reconstruction monies in Afghanistan. The data requested included the following:

* The executive summaries of all Afghanistan oversight reports published since fiscal year
(FY) 2001

+ All Afghanistan oversight official recommendations introduced since FY 2001, including
any that may have been incorporated in follow-up reports

» All follow-up actions reported or executed since FY 2001, based on the findings and/or
recommendations

* Alist of pending oversight and planned oversight initiatives, including projected dates of
completion

* Appropriations, obligations and sub-obligations pertaining to Afghanistan reconstruction
efforts since FY 2005 to the present

All agencies contacted responded to the data call. SIGAR has collected these reports and
begun to analyze the findings. As discussed above, this report will focus on data from State
OIG, DoD IG, USAID OIG, and GAO. Table 2 displays the number of reports, recommendations,
and planned reports submitted by agency.

Table 2 - Reports and Recommendations by Agency

The analysis of these reports is an ongoing effort. As an initial assessment of the findings,
recommendations and follow-ups of the submitted reports, SIGAR has summarized the
agencies’ common themes and areas of concern. The following sections provide tables

"The number of DoD IG reports and projects include subject areas such as military and business operations that
support DoD’s efforts in both Afghanistan and Iraq. The number of planned reports includes both planned and
ongoing reports.
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depicting completed and planned oversight reports by agency, with SIGAR’s initial assessment
of the agencies’ findings and recommendations. Additionally, a brief overview of follow-up
actions and reports provided by the agencies is included.

The lists of reports provided for each agency presents an initial view of the range of topics
previously investigated or audited, and indicates the frequency of reporting by the various
agencies. The tables have been structured so that reports can be quickly referenced;
additionally, a list of links to electronic copies of the reports is in Appendix 2.

State Oversight Reports

Table 3 - Completed State Oversight Reports
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Table 4 - Planned 2009 State OIG Oversight Reports

Findings

State OIG oversight reports generally found that programs were well-executed, but that a
sustained, long-term effort was needed. Programs such as police training and ROL initiatives
were found to need continued support in order to accomplish their intended goals. Additional
findings by the OIG include the following:

* The need for defined strategies
o Example: State OIG noted the ad hoc nature of previous U.S. government ROL
programming.?’
o Example: State found the relevance of the counternarcotics strategy to the
overall goals of U.S. government agencies in Afghanistan to be unclear.?®

» Lack of evaluations of program effectiveness
o Example: State OIG stated it was unclear whether ROL programs were being
measured for effectiveness.”

» Lack of proper internal financial procedures
o Example: State OIG found that standard procedures for monitoring contractor-
held property did not exist. This created a lack of accountability, authority, and
responsibility for the property.*
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State OIG also highlighted challenges in intra-agency, interagency, and international
coordination. The office discussed difficulties attaining adequate staffing, as in the Bureau
of International Narcotics and Law Enforcement (INL) programs,*! and in “continuous” staff
turnover, as in ROL programs.?*

Recommendations
Many of the recommendations made by State OIG involved the following:

+ Expanding Department staffing
o Example: State OIG proposed several times the establishment of new positions,
such as a contracting officer’s representative to work with police training.**
0 Example: State OIG recommended reinforcing police internal affairs
departments.’*

+ Changes or clarifications in an organization’s command structure

o Example: The Interagency Assessment of the Afghanistan Counternarcotics
Program recommended U.S. government counternarcotics programs adopt
a new management model in order to improve planning, oversight, and
coordination.®

o Example: The Interagency Assessment of the Afghanistan Counternarcotics
Program further recommended that Embassy Kabul should establish a Minister-
Counselor for Counternarcotics.*

* Development and implementation of a strategic plan.
o Example: State OIG recommended Embassy Kabul develop a plan to link ROL
institutions with police training and reform initiatives.*’
o Example: It was also recommended that Embassy Kabul create a five-year
strategic plan for ROL programs that corresponds with the Afghan government’s
Justice Sector Strategy.’®

The development and implementation of standard policies and procedures, such as those for
reviewing and monitoring contractor-held property, was also recommended.*

Follow-ups

As reported in the FY 2009 Update of the Southwest Asia Audit Plan, State is planning several
follow-ups on previously-reported topics, including police training and ROL programs. INL
provided SIGAR with updates on the status of recommendations concerning INL programs.
Out of 12 State OIG recommendations on INL programs, all but one are reported closed or
considered resolved by the Bureau.
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DoD IG Oversight Reports
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Table 5 - Completed DoD IG Oversight Reports
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Table 6 - Planned and Ongoing 2009 DoD IG Oversight Projects

Findings
The most common findings from DoD |G oversight reports were the following:

* Administrative issues
o Example: DoD IG discussed “weaknesses in administrative processes” in the
implementation of the Commanders’ Emergency Response Program (CERP)
that caused “inconsistent program implementation, unnecessary requirements,
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and insufficient documentation.”°

o0 Example: DoD IG found that design and construction requirements were unclear
and kept changing, which increased the cost of the work, and standards for
Afghan construction were not formalized.*

» Contracting issues
o Example: Funds were inappropriately allocated and contracts were
inappropriately awarded by USACE, such as two offices awarding contracts for
the same projects.*
o Example: Contracts were mismanaged, as in the management of the police
training contract.*

Recommendations

* Internal controls and training
o Example: It was recommended that the Commanding General, Third Army/U.S.
Army Central develop and implement quality assurance and control programs for
units administering CERP projects, and additionally provide additional training
for CERP pay agents.*
o0 Example: CSTC-A was recommended to develop an internal control training
program as part of the police programs.®

* Audits
o Example: The office proposed that USACE conduct reviews of a specific contract
and on the use of operations and maintenance funds.*
o Example: The office requested that the Defense Contract Audit Agency conduct
a review of the task orders awarded under a specific contract, focusing on
unallowable cost items.*

Follow-ups

Although DoD IG did not report any scheduled follow-up reports for 2009, the office indicated
plans to follow up on several reports and recommendations. For instance, planned actions
in response to recommendations from Report D-2008-056, “Contractor Support to the Joint
Improvised Explosive Device Defeat Organization in Afghanistan,” will be followed up on
in January 2009.** DoD IG provided detailed information on the status of DoD’s actions in
response to 29 recommendations made by either GAO or DoD IG. Of these, DoD |G reported
9 recommendations remained open.*
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USAID OIG Oversight Reports
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Table 7 - Completed USAID OIG Oversight Reports
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Table 8 - Planned 2009 USAID OIG Oversight Reports
Findings
USAID OIG cited four main categories of findings:

» Insufficient contract oversight
o0 Example: A December 2008 audit of Afghanistan’s Higher Education Project
found that the mission needed to strengthen project monitoring and procedures
for the review and approval of documents.*
o Example: A May 2006 audit found that no actions had been taken by USAID
on the issue of 13 buildings that a contracted agency repeatedly requested to
terminate construction due to decreasing security at the project sites.”!

* Inability to obtain useful performance data
0 A June 2008 audit of Afghanistan's Small and Medium Enterprise Development
Activity found 11 out of 18 performance indicators unreliable because of lack of
credible reporting data.*
o0 AFebruary 2007 audit of Afghanistan’s Alternative Livelihood Program — Eastern
Region, found that 2 of 15 performance indicators should not be evaluated due
to a lack of sufficient data from incomplete program implementation.>

* Poor security
o Example: USAID OIG cited security as one factor in the inability to complete 205
schools and clinics.*
o Example: USAID OIG found that security reasons caused the inability to work in
large poppy-growing areas.>

* Poor contractor/sub-contractor performance
o Example: A September 2008 audit discussed the inability to evaluate program
effectiveness because a contractor was operating without detailed work and
monitoring plans.*
o Example: A 2005 report found that slow contractor response to USAID technical
directives was a contributing factor to slowing program progress.*’
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Each report included findings that were program-specific, such as unfamiliarity of the local
labor force with construction practices, as noted in the 2005 audit of USAID’s School and
Clinic Reconstruction Program.’® USAID OIG also reported that instances of incomplete or
inadequate results were sometimes outside of management's control.*

Recommendations

USAID OIG made recommendations in a majority of its reports for improvements in USAID
compliance with internal directives, as well as improvements in program implementation.
Sample recommendations include:

» Better funding/contracting process for reconstruction efforts

0 Example: USAID OIG proposed that USAID establish a more efficient
process for the review and approval of contractor work plans for its Alternative
Development Program.®

o Example: USAID OIG recommended that USAID develop procedures
requiring the Program and Project Development Office to review performance
management plans of contractors and grantees for compliance with USAID’s
Automated Directives System 203 prior to approval by the technical officer.¢!

» Expanding usage of USAID-supported services

o Example: It was recommended that USAID work with the Afghan government to
determine fees for users of a new water system and expand usage to potential
consumers.*?

o0 Example: USAID OIG recommended that USAID require engineers from
the Office of Infrastructure, Engineering and Energy work with Chemonics
International, Inc. to take corrective action on each of the construction defects
and to require these engineers to be part of the final inspection.®

» Strengthening internal controls

o Example: USAID OIG recommended a new system for controlling, projecting
and monitoring contract costs be implemented to improve the management and
oversight of the Higher Education Project.®

o0 Example: USAID OIG recommended that the cognizant technical officer for the
Afghanistan Small and Medium Enterprise Development Activity be required
to provide technical direction to Development Alternatives, Inc. in updating the
performance management plan, redefining the performance indicators and
targets; and redirecting their resources to areas where progress can make more
of an impact.®
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Follow-ups

Of 25 reports, USAID OIG had only 3 follow-up reports. Follow-ups were completed for schools
and health clinic programs, road programs, and the Kandahar/Herat Highway program. An
additional follow-up report on Afghanistan’s Basic Education Program is scheduled for 2009;
however, USAID OIG did not report any additional planned follow-up reports. Since 2003,
USAID OIG has issued 68 recommendations, and the mission has reached closure on all but
18.

GAO Oversight Reports
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Table 9 - Completed GAO Oversight Reports

Table 10 - Planned 2009 GAO Oversight Reports
Findings

The following are common themes among GAO reports reviewing Afghanistan reconstruction
issues:

» Deteriorating security
o Example: GAO reported that poor security was a contributing factor in the delays
in road construction.¢¢
o Example: GAO reported that 85% of weekly reports from the Afghan National
Police contained instances of attacks by suicide bombers and improvised
explosive devices. The higher level of attacks was related to the increased use
of the Afghan National Police in counterinsurgency operations.®’
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* Poor infrastructure
o Example: A 2006 report cites Afghanistan’s lack of infrastructure as one reason
why a significant reduction in poppy cultivation will take at least a decade.®®
o Example: GAO reported that Afghanistan’s lack of infrastructure also slowed
progress in its three principal alternative livelihood programs.®

* Lack of Afghan capacity
o Example: GAO named lack of human capacity as one obstacle to the successful
completion of USAID projects in health, education, and infrastructure.”
o Example: GAO also found that difficulties in populating the Afghan National
Security Forces stem from a lack of human capacity.”

* Delayed funding
o Example: According to GAO, a majority of assistance funds were unavailable for
close to six months, which contributed to USAID’s failure to meet all of its yearly
reconstruction targets in 2004.7
o Example: GAO found that due to limitations on USAID’s funding, the ability to
evaluate project impact has suffered.”

+ Coordinated Plans

o Example: GAO reported that despite a previous GAO recommendation calling for
a detailed plan and a 2008 congressional mandate requiring similar information,
DoD and State have not developed a coordinated, detailed plan with clearly
defined roles and responsibilities, milestones for completion, and a strategy for
sustaining the Afghan National Security Forces.™

o0 Example: GAO found that U.S. coordination mechanisms for Afghanistan assistance
were generally effective, but international assistance was not well coordinated in
fiscal years 2002-2003.7

* Lack of Mentors and Trainers
o Example: GAO testified that a shortage of police mentors has been a key
impediment to U.S. efforts.”
o Example: GAO found that all Afghan National Army combat units include
mentors and trainers, but a shortfall exists in the overall number of mentors.”

Most of the findings reported by GAO discussed issues out of the control of the investigated
agencies. However, a lack of a comprehensive strategy was also noted.”
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Recommendations

GAO made recommendations on the majority of its reports relating to Afghanistan. Many of the
recommendations focused on the following goals:

* More efficient oversight

* Achievement of U.S. policy goals

» Creation of better long-term strategies

* Improved coordination of interagency efforts
Follow-ups
The reports evaluated for this section contain a number of follow-up reports. The most notable
are the follow-up reports on deteriorating security conditions in Afghanistan and the obstacles
to achievement of U.S. goals. GAO also issued follow-up reports on the status of the ANSF. In
2005, GAO recommended that the Departments of State and Defense develop detailed plans
for completing and sustaining the ANSF; however, it was not until 2007 that DoD responded to

the recommendation with a five-page document, which GAO found to lack sufficient detail for
effective interagency planning and oversight.”
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SECTION Illl - RECONSTRUCTION FUNDS ANALYSIS

Introduction

In its first Quarterly Report, SIGAR presented a number of graphs depicting allocations,
obligations and disbursements in various reconstruction program areas. The most notable
aspect of this data was the significant disparity between funds allocated and dollars actually
disbursed since FY 2005. SIGAR has not conducted an audit to examine the reasons behind
this occurrence, but spoke with representative agencies to gain an understanding of the reality
behind the numbers. This section presents an initial assessment of common themes behind
the disparities between appropriated and unexpended funds and the potential implications to
SIGAR.

SIGAR’s objective is to present the different accounts into which reconstruction funds are sub-
allocated, and to establish a basis for deeper analysis in future reports. SIGAR will closely
coordinate with the agencies responsible for these funds as it continues to examine the various
methods of fund distribution and oversight that exist throughout Afghanistan reconstruction
efforts.

Depiction of Reconstruction Funds

The graph below depicts reconstruction funds appropriated to U.S. government agencies from
2001 to the present.

Figure 2 - Funding by Agency®®
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The following chart demonstrates the percentage of funds allocated to each agency since FY
2001.

Figure 3 - Total Amounts Appropriated since 2001 by Agency?'

As indicated in the chart above, DoD was appropriated by far the largest portion of funds in the
Afghan theater, receiving 59 percent of U.S. appropriated funds since 2001. Major increases
in DoD spending are due to the security assistance requirement for the development of the
Afghanistan National Army and the Afghanistan National Police.
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Table 12 below will serve as a basis for more comprehensive analysis of first level sub-
accounts by SIGAR; subsequent reports will build upon this analysis. Definitions of acronyms
used in this table can be found in Appendix 5.

Table 12 - Agency Sub-Allocations by Program
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The following table illustrates major funding provided by the international donor community
to Afghanistan reconstruction efforts from 2001-2009. The donations shown include funds
provided by major donor countries and organizations, such as the UN, World Bank, European
Commission, and Asian Development Bank, among others. The status of funds appropriated is
captured in the follow chart. This includes every first level sub-allocation account used in the
Afghanistan reconstruction effort since 2001. All agency titles are referenced in Appendix 5.

Table 13 - General Overview Sources of Funds (in millions) as of September 30, 2008
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Table 14 - Status of Reconstruction Funds Appropriated since 2001
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Table 14(cont) - Status of Reconstruction Funds Appropriated since 2001
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Unexpended and Unobligated Appropriated Funds

As shown in table 15 below, the total amount of unexpended appropriated funds is $5.625
billion, or 17% of the total funds appropriated since 2001. DoD, with support from the
Department of Justice, accounts for $2.238 billion, or 11% of its program objective. State
accounts for $816.1 million, or 44%, while USAID accounts for $1.862 billion, or 30% of
its program objectives to date. Humanitarian Assistance contributions by USDA and the
Department of Treasury have been fully expended and it has been indicated to SIGAR that
funds may have been allocated from a global appropriation for refugees/internally displaced
persons to Afghanistan, which is a potential reason for why the disbursements are higher
than cumulative appropriations.®* Program Support dollars from all agencies account for the
remaining $784.4 million, or 52% unexpended in that program objective. Agencies associated
with Program Support funds include DoD, State, USAID, Justice, Treasury, USDA, and the FBI.

Table 15 - Cumulative Unexpended and Unobligated Appropriated Funds®
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As illustrated in Table 16, provided below, the percentage of unexpended funds rose sharply
after 2005. The total amount of unexpended appropriated funds remains at $5.625 billion,
but the percentage of total unexpended appropriations is 30% during this period. DoD, with
minimal support from Justice, rose to 16%; State to 78%; and USAID to 64% of the respective
program objectives. Approximately $798.4 million, or 94%, of Program Support dollars remain
unexpended or unobligated.

Table 16 - Unexpended and Unobligated Appropriated Funds since 2006%

Since 2003, agencies have consistently reported that spending has been delayed by the
following issues:

* Almost none of the equipment and materials needed are available locally
+ Demining of key locations
* Increased security incidents

* Imported equipment and materials held by neighboring country customs authorities

The onset of inclement weather affecting the ability to achieve the accelerated goals

SIGAR has received information suggesting that the following reason may contribute to
spending delays:

+ Afghan holidays

+ Afghan National Army commanders demanding contractor perform work outside the
scope of the original contract

» Contractor delays in filling out the Synchronized Pre-deployment and Operational
Tracker, a DoD program for tracking contractors
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» Contractor delays in getting Defense Base Act Insurance
» Contractor having issues with locals when attempting to establish a mobilization camp
* Delays due to field engineer inexperience

 End user or customer making changes after contract award but prior to contractor
starting work

* Land disputes
* Mobilization efforts not being executed in a timely manner
* Re-solicitations due to high bids over programmed amounts

* Security issues

Unreliable subcontractor

SIGAR will examine the reasons why funds remain unobligated and unexpended.
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SECTION IV — SIGAR POTENTIAL ASSESSMENT AREAS

Areas of Review

SIGAR has identified three main areas of review for the coming year:

* Assessments of the internal controls and accountability and performance of the major
contracting instruments, by U.S. entity (e.g. USAID, INL, CJTF-101, and CSTC-A)

* Assessments of the internal controls and accountability of key Afghan ministries
* Reviews of PRTs’ effectiveness and management

SIGAR Oversight Methodologies

SIGAR’s oversight efforts have five principal objectives:

1. To improve management and accountability over U.S. appropriated and other funds
made available that are obligated and/or expended by U.S. and Afghan agencies and
their contractors

2. To prevent fraud, waste, and abuse by identifying weak internal controls and
investigating potential corruption and other wrongdoing

3. To improve the effectiveness of the overall reconstruction stragtegy and its component
programs

4. To provide accurate and balanced information, observations, and recommendations
5. To otherwise advance U.S. interests in reconstructing Afghanistan

SIGAR has three interrelated oversight tools—audits, inspections, and investigations—that
collectively will address these objectives.

1. Audits are systematic examinations of evidence, performed using generally accepted
government auditing standards as prescribed by the Comptroller General. (These
are often referred to as “Yellow Book” standards.) By conducting audits according
to these standards, SIGAR will enhance the credibility of its findings, conclusions,
and recommendations. Almost all of SIGAR’s audits will be performance audits that
assess the economy, efficiency, effectiveness, and results of programs and operations.
Performance audits will address a wide range of issues, including broad program
effectiveness as well as more focused contract issues.
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2. Inspections will address many of the same issues as audits. Inspections are well suited
for faster responses to allegations received through the hotline or other sources, as
inspections can quickly determine if there is substance to an allegation and how the
allegation can best be addressed. In addition, inspections produce evaluations of
ongoing and completed infrastructure projects, as well as activities at selected locations,
where inspectors can assess the project or activity to identify areas of non-compliance
that need to be addressed. Inspections will also initiate immediate corrective actions
when appropriate in order to ensure compliance and assist agencies and organizations
in meeting legal and reporting requirements.

3. Investigations review instances of potential corruption, illegal activity, or other
wrongdoing in order to provide directing authorities with a sound basis for decisions and
actions. Investigations will develop cases for subsequent prosecution by appropriate
authorities as required.

SIGAR staff conducting audits, inspections, and investigations will closely coordinate their
actions and activities. SIGAR anticipates that investigations will be based in part on leads
developed by audit and inspection teams. Audit and inspection staff will work to provide
evidence to investigations staff to enable successful prosecutions. Furthermore, selection of
issues to be audited will be made in part based on the findings of inspections. The Inspector
General and staff will make decisions on a case by case basis as to what oversight tool or
combination of tools is most appropriate.

As it continues its oversight efforts, SIGAR will:
» utilize its authority to work among multiple U.S. agencies;
» complement the past and ongoing work of other Inspectors General and of the GAO;

» conduct broadly-scoped performance audits and inspections, which are likely to result
in recommendations for improved program implementation; and

+ conduct more narrowly focused reviews, which are designed to identify instances of
weak internal controls and the ineffective use of funds, including potential waste, fraud,
and abuse.

When audits uncover instances of potential fraud, SIGAR will recommend actions to eliminate
or reduce the chances for a reoccurrence of the issue. In addition, evidence will be turned over
to the investigations staff of SIGAR for further action.
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Through its audits and inspections, SIGAR will provide information on whether programs are
achieving their objectives. This will help to establish an environment that discourages corruption
and promotes accountability in both U.S. programs and the Afghan institutions that receive U.S
funds.

Oversight Survey Background

Similar to the baseline of oversight reviewed in Section Il of this report, an Afghanistan
contracting survey is necessary to understand the landscape of reconstruction from an internal
control and performance perspective. In order to begin this work, SIGAR intends to survey the
largest contracts of each major reconstruction entity (e.g. USAID, INL, CSTC-A, and CJTF-
101) and, in phases, progress from examining the internal controls to the performance of
each program. The completion of this audit survey will lead to other, complementary audits,
inspections, and investigations, as required.

The Assistant Inspectors General for Audits and Inspections will, through consultations with
program managers in Afghanistan and headquarters and with the interagency audit community,
begin initial key audits and inspections. This is expected to be initiated in the second quarter of
FY 2009. SIGAR efforts may include the following:

* Review of reconstruction strategies and resourcing

» Applicability of lessons learned in Iraq for reconstruction in Afghanistan

+ Assessments of controls and accountability within key Afghan ministries (Finance

Ministry and security ministries) to identify weaknesses and recommend actions that

Afghan officials, supported by U.S. programs, can take to mitigate the weaknesses

* Assessment of current energy infrastructure in relation to U.S. reconstruction funds
expended since 2004

» Assessments of interagency efforts to develop and strengthen key government sectors,
such as the justice system and rule of law, in accordance with ANDS

* Audits and inspections of the use of CERP funds utilized by PRTs, including
assessments of internal controls and accountability mechanisms

» Comparative assessments of how various U.S. agencies monitor the use of funds to
identify best practices and weak links

+ Examinations of unobligated funds and unexpended obligations
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« PRT assessments

* Surveys of the largest reconstruction contracts to identify specific contracts and
subcontracts

The list of potential SIGAR efforts will be adjusted after initial field visits are completed.

Provincial Reconstruction Teams

Section Il of this report reveals certain gaps in oversight. PRTs are seen as a critical
component within Afghanistan reconstruction. As multi-agency entities, PRTs inherently impede
the oversight attempts of single-agency oversight organizations. SIGAR is uniquely situated to
cross all agency lines and assess and evaluate key components of PRT functionality, including
command and control, common strategy, common metrics, adequate resourcing, and internal
controls of associated contracting.

The following information on PRTs serves as an example of one of the areas on which SIGAR
will focus.

History

PRTs are joint civil-military units designed to aid in the reconstruction and security of
Afghanistan by extending the authority and influence of the GIRoA. PRTs combine a military
component with a civilian element, thus allowing civilians to carry out reconstruction efforts
in unsecure areas. PRTs were originally implemented in Afghanistan during OEF, when U.S.
forces set up Coalition Humanitarian Liaison Cells, staffed with Army Civil Affairs soldiers, to
respond to humanitarian concerns and implement small reconstruction projects.? In late 2002,
these cells were augmented with the creation of the first PRTs; the new teams contained
both robust force protection and staff from U.S. government agencies. The United States
established its first PRT in Gardez in 2002 and subsequent PRTs in Bamian, Kondoz, Mazar-
e-Sharif, Kandahar, and Herat in early 2003.8” One of the original goals of PRTs was to extend
the influence of the Afghan central government. As PRTs have grown more established, their
goals have expanded to include strengthening local governance and community development.

As ISAF extended its authority in Afghanistan in 2003, it also began establishing PRTs, creating
8 between 2003 and 2006. During the same period, OEF forces created 17 additional PRTs. &
As some U.S. PRTs grew more established, the United States began handing over command
to its Coalition and ISAF partners. The transfer of all OEF PRTs to ISAF control was completed
on October 5, 2006, when ISAF assumed command of eastern Afghanistan.? Currently, 14
countries lead a total of 26 PRTs in Afghanistan, with the United States serving as the lead
nation of 12 teams.?® For a map of PRT locations, see Figure 4; for a complete list of current
PRTs and their lead nation, see Table 17.
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Figure 4 - Map of PRT Locations®

Table 17 - List of PRT Locations®2
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Common Strategy

As PRTs were created and supported by the United States and its NATO and Coalition partners,
several distinct models of PRTs developed: the American, the British, and the German model
(see Table 18).

Table 18 - PRT Models®®

The capabilities and political priorities of contributing countries heavily influence a PRT’s work
and functionality.®* The general guidance provided by the ISAF PRT Handbook allows lead
nations the flexibility to adapt a PRT to local conditions. The 2006 Interagency Assessment
of PRTs in Afghanistan discussed the benefits of this flexibility, but called it a “double-edged
sword”: the assessment described confusion caused by lack of guidance “about what a PRT
is, what it ought to do, and what its limits should be.” A report by the U.S. Institute of Peace
found that lack of specificity in PRT guidelines allowed lead nations to interpret the guidelines
and conduct operations according to national interest and local conditions, thus resulting in a
disjointed, ad hoc approach to security and reconstruction in Afghanistan.®

Each lead nation determines the strategy for its PRT. The projects undertaken and funded by
PRTs are decided unilaterally by each PRT. In the ANDS, the Afghan government encourages
PRTs to align their efforts with the priorities and processes established by that document and
to report all activities to the government, so as to avoid duplication of efforts. However, an
analysis of PRTs by the Woodrow Wilson School of Public and International Affairs concluded
that “the goals and objectives of the vast array of PRTs have been neither clearly articulated
nor standardized.”®

One of the original goals of the PRT system was to extend the influence of the Afghan central
government.”” As PRTs have grown more established, their goals have expanded to include
community development and strengthening local governance. In April 2008, the U.S. House of
Representatives Armed Services Committee’s Subcommittee on Oversight and Investigations
reported that neither DoD nor State had to establish a long term strategy, mission, and
objectives for each United States-led PRT in Afghanistan. The June 2008 DoD Report on
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Progress toward Security and Stability in Afghanistan provided the following mission statement
for U.S. PRTs:

“Provincial Reconstruction Teams will assist the Islamic Republic of Afghanistan
to extend its authority, in order to facilitate the development of a stable and secure
environment in the identified area of operations, and enable security sector reform and
reconstruction efforts.”

DoD stated that U.S. PRTs operate under the general guidance provided by ISAF and outlined
four “key lines of operation” to guide the specific activities of PRTs:

* increase effectiveness of legitimate authorities;

» decrease effectiveness of illegitimate authorities;
* increase legitimacy of legitimate authorities; and
* decrease legitimacy of illegitimate authorities.

DoD’s report described PRTs as part of its approach to counterinsurgency in Afghanistan. PRTs’
efforts mentoring sub-national government officials promotes good governance, which in turn
strengthens local respect for the rule of law.

Command and Control

All PRTs in Afghanistan are under ISAF control, but each PRT is under the tactical control of its
lead nation; a PRT’s lead nation determines its size, composition, and mission.”® For example,
all U.S.-led PRTs in Afghanistan are coordinated by CJTF-101, the RC East, except for PRT
Zabul, which also reports to RC South with the arrival of the U.S. Deputy Commanding General
for Stability. Each Regional Command reports to the Commander of ISAF. Additionally, U.S.
civilian PRT personnel, who do not fall under military command, report to their respective U.S.
government agency at Embassy Kabul for administrative matters.

All PRTs also receive policy guidance from the Kabul-based PRT Executive Steering Committee
(PRT ESC), which is co-chaired by the ISAF Commander (who is dual-hatted as Commander
USFOR-A) and the Afghan Minister of the Interior, and includes the U.S. Ambassador to
Afghanistan, the European Union Special Representative, ambassadors of troop-contributing
nations, the Afghan Minister of Finance, the Special Representative of the Secretary-General,
and the NATO Senior Civilian Representative. The PRT ESC delegates operational issues to a
subordinate PRT Working Group, which includes the UN and relevant embassy representatives.
For a depiction of the PRT Command and Control structure in Afghanistan, see Figure 5.
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Figure 5 - PRT Command and Control®®

With the exception of the Panjshir PRT, U.S. PRTs in Afghanistan are led by military personnel;
however, the military lead does not command the non-DoD civilian component. In 10 of the
12 U.S.-led PRTs, the military lead works with a 4-person interagency management team to
conduct operations. In most PRTs, the three civilians on the interagency management team
are the only U.S. civilians in the PRT; in one U.S. and two international-led PRTs there is an
additional USAID representative who is responsible for the Alternative Development Program.
For an organizational chart of U.S. PRTs, see Figure 6.
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Figure 6 - Structure of U.S. led PRTs in Afghanistan'®

U.S. PRTs are generally comprised of between 50 and 100 personnel, including 3 to 5 U.S.
government civilians and/or contractors. U.S. PRTs are typically composed of a military police
unit, a psychological operations unit, an explosive ordinance/demining unit, an intelligence
team, medics, a force protection unit, and administrative and support personnel. Some PRTs
also include four to five Afghan citizens serving as interpreters, representatives from the Afghan
Ministry of Interior, or additional USAID staff.

Each U.S. PRT is authorized to include one staff member each from State, USAID, and USDA;
State reports that all positions but one are currently filled (see Table 19). The Oversight and
Investigations Subcommittee of the House of Representatives’ Armed Services Committee has
reported that both civilian agencies and DoD have difficulty finding qualified individuals with
relevant skills and experience to staff PRTs."
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Table 19 - Civilian and Military Personnel in U.S.-led PRTs in Afghanistan'%2

The United States also has 20 U.S. government civilians serving in international-led PRTs; as
of January 2009, 11 USAID and 9 State personnel served in non-U.S. PRTs."® Additionally,
State, USAID, and USDA have also assigned 12 personnel to the U.S. Embassy and Mission in
Kabul to support PRTs.

National Security Presidential Directive 44 (December 2005) explicitly tasked the State as the
lead agency in coordination of U.S. post-conflict reconstruction efforts. However, DoD Directive
3000.05 (November 2005) declares stability operations “a core U.S. military mission,” of “priority
comparable to combat operations.” Both agencies, in addition to USAID, have specific interests
and authorities in Afghanistan. Interagency coordination of PRT-related activities occurs at
field and country levels, but executive-level planning in Washington is generally “stove-piped”
by agency. There is no standing, executive-level interagency organization that specifically
coordinates or oversees interagency PRT activities.*

Resourcing

Operating costs for PRTs are the responsibility of the lead nation. For U.S.-led PRTs, DoD funds
nearly all operating costs, such as security, life support, sustainment, and housing. According to
DoD, PRT costs are not tracked separately from other operating costs in Afghanistan, and the
U.S. government civilian agencies contributing personnel to U.S.-led PRTs do not reimburse
DoD for its support of their employees.'® As of August 2007, U.S. government yearly spending
was approximately $20 million per PRT in Afghanistan.'%

There is no Afghanistan-wide funding stream for PRT reconstruction efforts; funding for PRT
operations is also coordinated by the lead nation. U.S.-led PRTs originally utilized funds
from DoD’s Overseas Humanitarian Disaster and Civic Aid (OHDACA) budget. Currently,
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U.S.-PRTs receive funding from the Economic Support Fund (ESF) and DoD’s CERP. GAO
has recommended increased congressional oversight of funds used by PRTs, and according
to an April 2008 report, the Oversight and Investigations Subcommittee of the House of
Representatives’ Armed Services Committee has requested that GAO produce a study of PRT
cost data.'”

Much of PRT spending in Afghanistan has been directed towards Quick Impact Projects (QIPs),
short-term, small-scale projects designed to “extend the reach and influence of government
throughout the provinces and to create a climate of improved freedom and economic activity,”
as part of USAID’s PRT Quick Impact Program.'® According to USAID, the majority of QIPs
have been small infrastructure projects, such as irrigation systems, clean water supply, road
improvements, small power systems, and the construction or renovation of government
buildings, schools, and clinics; QIP funds have additionally been used to support government
capacity building, job placement, micro-finance, gender-related activities, and media projects.!?”

In October 2006, USAID began a successor program to QIP, the Local Governance and
Community Development (LGCD) Project, and in September 2007, LGCD replaced QIP as
the primary vehicle for ESF aid disbursement in Afghanistan. LGCD continues to fund small
infrastructure programs as QIP did, but its emphasis has shifted to strengthening the capacity
of local governments, encouraging active community participation in local governance, and
addressing development issues contributing to local instability and support for insurgency.!'

CERP funding was created by the Congress in PL 108-106 as a source of immediate funding
for military commanders in Iraq and Afghanistan in order to respond to “urgent humanitarian
relief and reconstruction requirements” and is the only programmatic source of U.S. PRT
funding."! The DoD Financial Management Regulation Volume 12, Chapter 27, stipulates the
lawful uses of CERP funds, including the following areas: water and sanitation; food production
and distribution; agriculture; electricity; healthcare; education; telecommunications; economic,
financial and management improvements; transportation; rule of law and governance;
irrigation; civic cleanup activities; civic support vehicles; repair of civic and cultural facilities;
and other urgent humanitarian or reconstruction projects. Commanders are prohibited from
using CERP funds for the direct or indirect benefit of U.S. personnel; entertainment; weapons
buy-back programs, or other purchases of firearms or ammunition; reward programs; removal
of unexploded ordnance; duplication of services available through municipal governments; or
salaries of Afghan military or civilian government personnel. Projects of up to $25,000 can be
approved by commanders; CERP projects or activities that require funding above $25,000 must
be approved by the commander’s superiors.

Effectiveness
The April 2008 Oversight and Investigations Subcommittee of the House of Representatives’

Armed Services Committee report on PRTs stated that though there is anecdotal evidence of
the positive impacts of PRTs in Afghanistan, there has been no standardized measurement of
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the effectiveness of the PRT program. Neither State nor DoD has standardized procedures for
evaluating PRTs’ progress in meeting U.S. strategic goals. The report further indicated that no
metrics have been devised to provide data on the quality, impact, and usefulness of PRTs and
their efforts. While PRTs have collected data such as projects completed or dollars spent, these
figures are inadequate to determine a PRT’s effectiveness.

As of January 2009, State has reported that U.S. PRTs in RC-East periodically report
progress on districts and provinces across three lines of operation (governance, security, and
development).!? These reports are briefed to the Brigade Task Forces and then to the RC-East
Commanding General and U.S. embassy staff. These reports do not disaggregate the effects
of PRT efforts but provide a broader assessment of the provinces and districts.

State additionally reports that there are currently efforts by RC-EAST, ISAF HQ, CSTC-A,
USFOR-A, and U.S. Embassy agencies to broaden these Commanders Operational
Assessment Briefs to enhance civilian agencies assessments and input. Greater emphasis is
also being placed on generating better “outcome” indicators as current indicators more heavily
focus on “outputs” (e.g., projects completed, dollars spent, etc.).!3

As Robert Perito, Senior Program Officer at the United States Institute of Peace’s Center for
Post-Conflict Peace and Stability Operations, stated in his testimony to Congress on October
18, 2007, “without agreed objectives, it's difficult to judge effectiveness. There is need for a
separate, agreed set of objectives for PRTs and an agreed set of measurements for measuring
their performance. Absent a means of determining whether PRTs are effective, it's difficult to
determine whether alternative mechanisms might better achieve our purposes.”

Comparison with Iraq PRTS

While PRTs in Iraq and Afghanistan have similar missions, their structures greatly vary. Though
former U.S. Ambassador to Iraq Zalmay Khalilzad is credited as introducing PRTs to Iraq from
his previous assignment as Ambassador to Afghanistan, Iraq PRTs bear little resemblance to
their Afghan counterparts.!'* The PRT concept was not simply transferred from Afghanistan
to Iraq, but was reconceived to fit the situation on the ground. The chief differences between
the two PRT programs are command and composition. U.S.-led PRTs in Afghanistan are
commanded by military personnel, and the security component is a part of the team. In Iraq,
U.S. PRTs are led by a Foreign Service Officer, and the PRT’s security element is not part of
the PRT. The U.S. model for PRTs in Afghanistan consists almost entirely of military personnel,
with only a small civilian element, whereas PRTs in Iraq utilize a much larger number of U.S.
government civilians. For an overview of the differences between Afghanistan and Iraq PRTs,
see Table 20.
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Table 20 - Afghanistan and Iraqg PRT Comparison

Summary

In the coming months, SIGAR plans to focus on the previously-discussed areas of SIGAR
contract auditing and PRT functionality. To date, SIGAR is not in a position to predict timelines
and dates of pr